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SUBJ: FINANCING GUARANTEE FOR SUGAR MILL PROJECT 

1. FOMENTO DE INVERSIONES,; SA (FOINSA) HAS APPROACHED EMBASSY 
WITH QUERY ON POSSIBILITY OF AID GUARANTEE FOR PROPOSED EINANCING 
OF PROJECT TO CONSTRUCT SUGAR MILL. QUERY IS PROMPTED BY OEFER OE 
VAN ALSTYNE AND NOEL COMPANY OE NEW YORK TO FORM A GROUP OF IN- 
VESTING BANKERS TO MAKE ALOAN OF $20 MILLION FOR PROJECT PROVIDED 
NOTES CAN BE "GUARANTEED" BY AID. 

2. PROPOSED SUGAR MILL WOULD HAVE CAPACITY TO PROCESS 4,500 TONS 
OF CANE PER DAY. PROJECT HAS CHECKERED HISTORY OE CONSTANTLY 
RISING COST ESTIMATES, NECESSITATING SEARCH FOR MORE FINANCING, 

AND GOES UNWILLINGNESS TO DATE TO GUARANTEE INDEBTEDNESS. IN- 
VESTORS NOW HAVE COMMITMENT TO FRENCH FIRM DATING BACK SOME YEARS 
TO SUPPLY EQUIPMENT FOR 2000 TON/DAY MILL. THEY STAND TO LOSE 

$1-2 MILLION ALREADY PAID THIS EIRM IF THEY BREAK CONTRACT. 

FOINSA STATES THAT ADDITIONAL EQUIPMENT NECESSARY TO BRING 
CAPACITY UP TO 4500 TONS/DAY WOULD BE PURCHASED IN U.S. 

FOINSA ALSO CLAIMS GOES IS NOW READY TO GUARANTEE INDEBTEDNESS 
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$16 MILLION IN LOANS AND $6 MILLION EQUITY. 

3. TERMS OF FINANCING OFFERED BY VAN ALSTYNE AND NOEL ARE AS 
FOLLOWS: NOTES ON PRINCIPLE TO MATURE IN 25 YEARS; INTEREST TO 

BE AT ANNUAL RATE APPROXIMATELY 1 PCNT ABOVE RATE ON LONG TERM USG 
BONDS; PRINCIPAL AMORTIZATION TO BEGIN MAY, 1981; NON-REFUND ABLE 
FEE OF $200,000 TO BE PAID TO INVESTMENT BANKER GROUP, HALF UPON 
EXECUTION OF LOAN AGREEMENT AND HALF UPON DATE OF FIRST DIS- 
BURSEMENT. AS NOTED ABOVE, FINANCING CONDITIONAL PLAN "AID 
GUARANTEE". 

4. EMBASSY NOT AWARE OF ANY EXISTING AID PROGRAM UNDER WHICH 
SUCH A CREDIT COULD BE GUARANTEED. FCIA WOULD ALSO SEEM TO BE 
RULED OUT BECAUSE OF LONG-TERM NATURE OF PROPOSED FINANCING. 
FINALLY, WE DO NOT SEE AN OPIC ROLE BECAUSE OF LACK OF U.S. IN- 
VESTMENT AND TERMS OF FINANCING REQUIRED. REQUEST CONFIRMATION 
OF THIS UNDERSTANDING. 

5. NEVERTHELESS EMBASSY WISHES PURSUE ANY POSSIBILITY TO FACILI- 
TATE FINANCING FOR THIS PROJECT BECAUSE OF POTENTIALLY LARGE EX- 
PORT SALE INVOLVED. ACCORDINGLY, WE INTEND TO SUGGEST THAT 
FOINSA EXPLORE POSSIBILITY OF EX-IM FINANCING OR FCIA GUARANTEE 
CONNECTED WITH PURCHASE OF U.S. EQUIPMENT OR, ALTERNATIVELY, 
LOOKING AT 

POSSIBILITY OF BRINGING IN U.S. EQUITY SO THAT 
OPIC MIGHT PLAY A ROLE WITH FINANCING OR POLITICAL RISK 
INSURANCE. EMBASSY WOULD APPRECIATE ANY COMMENTS FROM EX-IM 
OR OPIC ON THESE POSSIBILITIES. 

6. ALSO REQUEST CHECK ON BONA FIDES OF VAN ALSTYNE AND NOEL 
COMPANY OF NEW YORK. THIS FIRM REPORTEDLY WORKS CLOSELY WITH 
SOLOMAN BROTHERS. 

CAMPBELL 
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